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What is ‘Pay as You Earn’ (PAYE)?

Personal Allowance -
Earnings before tax
Employee tax code

Marginal tax rates

‘Bands’ of earnings
Scottish taxpayers

Using tables
Tax Table A

Tables B-D

Pay As You Earn | cacuate the tax due using Example

and income tax the tax tables 1

* You have earnings in month 1 of £2,000

* You are in the Payroll Giving scheme
(£30 per month)

* Your tax code is 1257L




PaV AS YOU Ea n Working out the pay adjustment Exai“-p'e
and income tax

Tables A - Pay Adjustment Tables
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(1 of 2)

One amount of pay adjustment, but only one amount,
should be taken from the main look-up table.

If the code divides exactly into units of 500 with no

balance over (for example, 1500, 2000, 2500) divide the

code into units of 500 and note the number of units (for

example, 1500 is 3 units of 500, 2000 is 4 units of 500.

Calculate the free pay like this

1 Look up the amount for 1 unit of 500 from the main
look-up table.

2 Multiply the figure given in the box marked ™ at the
bottom of the page by the number of remaining units
of 500.

Add these two amounts together.

b. Add this pay adjustment figure to the figure given
in the box alongside to obtain the

figure of total pay adjustment to date ’

Pay AS YOU Ea n Working out the pay adjustment Exaip'e
and income tax
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(2 of 2)

April 6 to May 5

500 = 416.67
500 = 416.67
257 = 214.92
Pay adjustment = £1,048.26
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Pay As You Earn
and income tax

Taxable pay calculation

GROSS PAY 2,000.00
Less Payroll Giving 30.00

GROSS TAXABLE PAY 1,970.00
Plus PREVIOUS PAY TO DATE =

TAXABLE PAY (TO DATE) 1,970.00
+ / - PAY ADJUSTMENT (1,048.26)

TAXABLE PAY (TO DATE) 921.74
oo

Pay AS You Earn Check monthly basic rate limit  Answer
and income tax is not exceeded 1

Tables B to D (April 2021)
‘ Month ‘ Column 1 ‘ Column 1

HM Revenue

& Customs (1 | 318 28275
31417
34559

37700

Taxable pay = £921.00, so basic rate only (Table B)




Pay As You Ear ! =

Taxable pay calculation 1

Total tax Total Total tax Total Total tax
due to taxable due to taxable due to
date pay to date pay to date

900 = £180.00
21=£ 4.20
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Tax to pay = £184.20

Pay AS You Ear Month 1 earnings £2,000 Answer
and income ta Tax code 1257L 1

GROSS PAY 2,000.00

Less Payroll Giving 30.00 TAX DUE (Table B)

GROSS TAXABLE PAY 1,970.00

TAX DUE TO DATE
Plus PREVIOUS PAY TO DATE =

Less PREVIOUS TAX PAID

TAXABLE PAY (TO DAE) 1,970.00

+/ - PAY ADJUSTMENT (1,048.26) VAX DUE (THISPERIOD)  £184.20

TAXABLE PAY (TO DATE) 921.74




Pay AS YOU Ea N | calculate the tax due using ExaEple Cpp

and income tax the tax tables s

Month 2 earnings of £2,000 plus a bonus of £300
Payroll Giving scheme (£30 per month)
Tax code remains 1257L

Pay AS YOU Ea n Working out the pay adjustment ExaEP'e
and income tax (tof2)

Code more than 500
1 Where the code is in the range 501 to 1000 inclusive: M ay 6 to JU ne 5

a. Subtract 500 from the code and use the balance
of the code to obtain a pay adjustment figure from

the table above. 500 = 833.34

b. Add this pay adjustment figure to the figure given

in the box alongside to obtain the 500 = 833.34

figure of total pay adjustment to date
2 Where the code exceeds 1000 follow the instructions 2 5 7 = 4 2 9 ) 84
on page 3.

256 428.18 Pay adjustment = £2,096.52
257 429.84

258 431.50

259 43318 ————

260 43484




Pay As You Earn
and income tax

Pay As You Earn
and income tax

Taxable pay calculation

GROSS PAY 2,300.00
Less Payroll Giving 30.00

GROSS TAXABLE PAY 2,270.00
Plus PREVIOUS PAY TO DATE 1,970.00

TAXABLE PAY (TO DATE) 4,240.00
+ [ - PAY ADJUSTMENT (2,096.52)

TAXABLE PAY (TO DATE) 2,143.48
—=—

Check monthly basic rate limit  Answer
IS not exceeded

28275

31417

34559

37700




Pay ,AS You Earn Taxable pay calculation Anszwer
and income ta

2,100 = £420.00
43=£ 8.60

Tax due to date = £428.60
Tax paid to date = £184.20
Tax deduction = £244.40

Pay AS You Earn Month 2 earnings £2,300 Answer
and income ta Tax code 1257L p)

GROSS PAY 2,300.00
Less Payroll Giving 30.00 TAX DUE (Table B) 428.60

GROSS TAXABLE PAY 2,270.00 TAX DUE (TO DATE) 428.60
Plus PREVIOUS PAY TO DATE 1,970.00 Less PREVIOUS TAX PAID (184.20)

TAXABLE PAY (TO DATE) 4,240.00 TAX DUE (THIS PERIOD) £244.40
+ [ - PAY ADJUSTMENT (2,096.52)

TAXABLE PAY (TO DATE) 2,143.48




Questions?

WV ELDEIRE) ¢
calculation

=»
steps to take o>

Vv Identify taxable earnings to date

v Use tax table A to adjust pay

v ldentify the marginal tax rate

Vv Use tax tables B-D to calculate tax due
+ Deduct any tax paid to date




Take away
exercise

* Month 3 earnings of £2,000

» Payroll Giving scheme (£30 per month)

* Tax code remains 1257L

CIPP Advisory Service Policy Hub resources
0121 712 1099
advisory.service@cipp.org.uk

Live chat also available

o4

Www.cipp.org.uk

Policy Team’s ‘Payroll: need to know’

https://www.cipp.org.uk/my-cipp/policy-hub/payroll-need-to-

know.html|
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